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SUBJECT: METING OF UNCTAD JUTE PREPARATORY COMMITTEE: 
INDIAN VIEWS 

1 . EMBOFF CALLED ON MINCOMMERCE JOINT SECRETARIES 
VOHRA AND DAS TO SOLICIT THEIR VIEWS ON NEXT WEEK'S 
MEETING OF THE UNCTAD PREPARATORY COMMITTEE ON JUTE. 
(VOHRA RECENTLY REPLACED S.P. SHUKLA AS THE GOI 
POLICY-LEVEL OFFICIAL RESPONSIBLE FOR UNCTAD, GATT 
AND MTN AFFAIRS.) DAS CONFIRMED THAT HE WILL BE 
HEADING THE INDIAN DELEGATION. 

2. EMBOFF OPENED DISCUSSIONBY DESCRIBING USG'S 
PRELIMINARY REACTION TO STABILIZATION PROPOSAL, 

DRAWING ON STATE 131760 AND GENEVA 8323. DAS WAS 
EAGER TO REBUT THE CONTENTION THAT THE ADVERSE 
IMPACT OF PRICE INSTABILITY ON DEMAND WAS UNPROVEN. 
ECONOMETRIC STUDIES COULD NEVER PROVE THE RELATIONSHIP 
HE ARGUED, BECAUSE PRICE INSTABILITY WAS SO ENTWINED 
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WITH OTHER FACTORS INAFFECTING THE WORLD MARKET. 

BUT OTHER STUDIES WHICH WERE BASED ON THE ACTUAL 
ATTITUDES AND ACTIONS OF MARKET PARTICIPANTS-SUCH AS 
THESE OF THE WORLD BANK AND UNDP HAD CONCLUDED THAT 
PRICE INSTABIOITY WAS A SIGNFICANT FACTOR.DAS THEN 
REHEARSED THE SECURITY OF SUPPLY ARGUMENT IN FAVOR 
OF A BUFFER STOCK. CONTRASTING THE COMPLEXITY OF 
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PRODUCTION AND TRANSPORTATION OF JUTE GOODS WITH THE 
READY AVAILABILITY OF SYNTHETIC COMPETITORS. HE ALSO 
ARGUED THAT DEGREE OF INSTABILITY OF JUTE PRICES 
HAD TO BE MEASURED AGAINST JUTE'S IDENTIFIED COMPETI- 
TORS- THE PRICE OF WHICH WAS HIGHLY STABLE-RATHER 
THAN AGAINST THE INSTABILITY OF OTHER COMMODITIES 
WHICH HAD NO MARKET RELATIONSHIP. 

3. EMBOFF NOTED THAT US DEL TO APRIL JUTE MEETING HAD 
REITERATED US OPPOSITION TO INCLUSION OF PRODUCTS IN 
A STABILIZATION SCHEME.DAS ASSERTED THAT, IN IDENTI- 
FYING 18 COMMODITIES FOR INCLUSION IN THE INTEGRATED 
PROGRAM.UNCTAD MEMBERS HAD AGREED THAT IN THREE 
CASES COMMODITY COULD NOT BE CONSIDERED SEPARATELY 
FROM CLOSELY RELATED PRODUCTS: HARD FIBERS, COTTON 
AND JUTE. IF A COMMODITY AGREEMENT WERE LIMITED TO 
RAW JUTE, HE SAID, IT WOULD BE IN ESSENCE A BILATERAL 
TRADE AGREEMENT BF.TEF.N BANGLADESH AS THE PRINCIPAL 
EXPORTER AND THE EC AS THE PRINCIPAL IMPORTER. IN 
THIS CONTEXT DAS COMMENTED "PERSONALLY' 1 THAT THE 
ECRETARIAT PROPOSAL WAS NOT MUCH OF A STABILIZATION 
SCHEME. IN THE PAST, HE EXPLAINED, THE PRICE OF JUTE 
HAD TENDED TO RISE ABOVE THE FAO-AGREED INDICATIVE 
PRICE. THEPROPOSAL WOULD HELP KEEP THEPRICE AT THE 
INDICATED LEVEL. FOR BANGLADESH THE EFFECT MIGHT WELL 
BE TO REDUCE FOREIGN EXCHANGE EARNINGS. THE PRINCIPAL 
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BENEFIT WOULD GO TO EUROPEAN JUTE MANUFACTURERS WHO 
WOULD GET MORE STABLE INPUT COSTS AND-PRESUMABLY 
WOULD HAVE MORE STABLEPRODUCT PRICES. 

4. EMBOFF ASKED WHETHER DAS INTENDED TO SEEK AGREEMENT 
ON A STABILIZATION SCHEME WHICH WOULD INCLUDE STOCKING 
OF JUTE PRODUCTS IN SPITE OF CONSUMER OPPOSITION. DAS 
REPLIED THAT HE CERTAINLY DID, "BUT I KNOW I'LL HAVE 

TO BE VERY PURSUASIVE." 

5. DAST POINTEDLY ASKED EMBOFF WHETHER THE US WOULD 
BE WILING TO JOIN AN AGREEMENTWHICH INCLUDED STABI 
LIZATION BUT WITHIN WHICH THE US ONLY PARTICIPATED 
IN NON-STABILIZATION ACTIVITIES. EMBOFF REPLIED HE 
DID NOT KNOW US POSITION ON THIS ALTERNATIVE. HE 
STRESSED.HOWEVER, THAT USG HAD DEVOTED CONSIDERABLE 
RESOURCES TO WORK ON JUTE PROBLEMS AND WAS EAGER TO 
MOVE AHEAD IN DEVELOPING AGREED PROGRAMS FOR OTHER 
AREAS SUCH AS MARKET DEVELOPMENT AND R AND D. 

6. COMMENT: IF BANGLADESH CHOOSES TO TAKE UP THE 
EC/SECRETARIAT PROPOSAL FOR A STABILIZATION SCHEME 
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FOR RAW JUTE, THE GOI SEEMS INTENT ON GETTING SOME 
BENEFIT FOR ITS JUTE PRODUCT EXPORTS. WHETHER IT 
WILL PRESS SO HARD AS TO DISRUPT THE DISCUSSIONS AT 
THIS STAGE IS UNCERTAIN. OTHER THAN DAS' QUESTION 
REPORTED INPARA 5 HIS INTEREST CENTERED ON STABILIZATION 
AND PRODUCT COVERAGE-THE AREA WHERE US AND 
INDIAN POSITIONS ARE MOST OPPOSED. 

7.VOHRA REMAINED LARGELY SILENT THROUGHOUT THE CON- 
VERSATION AND THE INFLUENCE SHE WILL EXERT ON THE 
INDIAN ROLE IN UNCTAD MEETINGS IS STILL TO BE SEEN. 

GOHFF.N 
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